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1958 1959 '" 1960 1961 '" 1962 '" 1963 '" 


COMPARATIVE HIGHLIGHTS 


52 Weeks Ended 
July 28,1963 July 29,1962 


OPERATIONS 


Net Sales' 1 ). 

Percentage increase over prior year . . 

Earnings before Federal Income Tax 
Percentage increase over prior year . . 

Net Earnings' 2 ). 

Percentage increase over prior year . . 

Net Earnings per Share' 2 ). 

Percentage increase over prior year .. 

Depreciation . 

FINANCIAL CONDITION 

Total Assets . 

Working Capital. 

Working Capital Ratio . 

Inventories . 

Net Fixed Assets. 

Shareholders’ Equity. 

Common Shares Outstanding. 

ADDITIONAL FACTS 

Department Stores. 

Supermarkets . 

Number of Employees. 

Number of Shareholders' 3 ). 


$330,409,533 

40% 

$11,565,535 

7% 

$6,045,535 

14% 

$1.45 

14% 

$1,806,934 


$90,924,614 
$31,817,565 
2.07 to 1 
$44,879,848 
$19,224,975 
$34,276,643 
4,182,807 


$235,419,807 

31% 

$10,854,091 

31% 

$5,299,091' 4 > 

31% 

$1.27< 4 > 

25% 

$1,020,781 


$52,446,566 
$10,557,002< 4 > 
1.49 to 1 
$28,705,371 
$10,456,511 
$28,215,959< 4 > 
4,180,267 


27< s ) 17'6) 

13< 5 > 5 

8,900 5,900 

20,000 19,000 


(V Excludes sales of licensed and leased departments. 

(2) Does not include proportionate share of any earnings of 
Alexander’s Department Stores, Inc. and Retail Realty, Inc. 
( 3 > Includes estimated shareholders in brokers’ names. 

( 4 > Adjusted to give retroactive effect to investment tax credit. 
(5) Includes three department stores and two supermarkets 
opened through October 3,19(13. 

( e > Includes one department store opened on September 18,1902. 
(7) Covers 44 weeks due to change in fiscal year, 
which through fiscal 1958 ended in September. 
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ACCESSORY AND GLOVE DEPARTMENT — 
See-at-a-glance counters present an arresting display. 


TO OUR 

SHAREHOLDERS 


October 10, 1963 

Record sales and earnings were achieved for the 
fifth consecutive year. Net sales for the year (52 
weeks) ended July 28, 1963, exclusive of leased de¬ 
partment and licensees’ volume, were $330,409,533, 
an increase of $94,989,726 over the previous 
year. Net earnings for the year reached $6,045,535 
and were equivalent to $1.45 per share. This com¬ 
pares with net earnings in the prior year of 
$5,299,091 or $1.27 per share on the number of 
shares then outstanding; the $1.27 having been ad¬ 
justed from the $1.25 previously reported as a re¬ 
sult of the retroactive effect of the investment tax 
credit made available by the Revenue Act of 1962. 


MILLINERY DEPARTMENT — High fashion millinery 
attractively displayed, invites the fashion conscious. 


We were especially gratified by our operating 
results for the past year in view of the substantial 
amount of store opening costs which we expensed 
in connection with the 8 Department Stores and 
6 Supermarkets which commenced operations dur¬ 
ing the last fiscal year. In addition a substantial 
charge was absorbed in connection with the train¬ 
ing of the more than 4,000 employees who now 
staff these new stores and the other personnel 
necessary for our continuing expansion program. 

Korvette’s proportionate share of the profits of 
Alexander’s Department Stores, Inc. and Retail 
Realty, Inc. (the real estate affiliate of Alexander’s) 
in both of which Korvette holds a substantial in¬ 
vestment, has not been reflected in our earnings. 

There are three points of major significance 
about the past year. 

First, the Company made a major advance into 
the middle west retail market — opening three 
Korvette Cities in the suburbs of Chicago. Three 
Korvette Cities in the suburbs of Detroit were 
substantially completed and opened in August and 
September 1963. What is especially significant to 
us in this penetration of the Midwest is not only 
the sizeable sales volume which we anticipate will 
be generated by these stores, but the fact that the 
Company crossed regional lines and did it under 
the “Korvette” banner. This is something that 
has rarely been done in department store retailing 
other than by merger or acquisition. We were very 
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EVE NELSON BEAUTY SALON — Elegant decor enhances the Eve Nelson Cosmetic Bar, 
Styling Stations and quickie-hair dryers. 


gratified by the favorable reception given us by the 
buying public in suburban Chicago and Detroit. 

Second, it represented the half-way mark in the 
Company's large scale program of physical expan¬ 
sion and geographical diversification which we 
initiated in 1961. The execution of the first half of 
an undertaking on such a scale usually presents 
much greater problems than the remainder of the 
program. In 1961, the Company operated 12 De¬ 
partment Stores and 2 Supermarkets. Including 
the Chicago and Detroit stores, Korvette presently 
is comprised of 27 Department Stores and 13 Super¬ 
markets. By July 1965, which is the target date 
for the completion of our present expansion pro¬ 
gram, we expect that we will be operating 40 
Department Stores and 28 Supermarkets. 

Third, on July 16, 1963 we completed our ar¬ 
rangements for the financing of our expansion 
program through the sale of a $24,000,000 twenty- 
year note and a commitment for the purchase of 
an additional $6,000,000 twenty-year convertible 
note. Both these notes, which carry an interest rate 
of 5%%, were placed with The Prudential Insur¬ 
ance Company of America. We expect very shortly 
to conclude the delivery of the $6,000,000 note, 
the conversion price of which will be $27.50 per 
share with the conversion privilege running for 
ten years. The Company potentially may issue 
218,181 additional shares. Thus, the Company has 
raised $30,000,000 with a maximum equity dilution 
of approximately 5%. It is anticipated that the 


completion of our current expansion program will 
not require additional long term debt or the sale 
of equity securities. 

ORGANIZATIONAL STRENGTHS 

To carry on the administrative, merchandising, 
supervisory and selling functions of our business 
and, at the same time, add so many new stores with 
efficiency and effectiveness, we must be well or¬ 
ganized in every sense of the word. Each of our 
new stores requires a staff of more than 400 people. 
Most of these people are sales personnel and are 
recruited locally but must be trained intensively 
prior to store opening. Of the total store comple¬ 
ment of personnel, approximately 100 consist of the 
store manager, floor managers, department man¬ 
agers, supervisors and the store office manager, 
all of whom are crucial to the proper functioning of 
a store. They must be brought up through the 
ranks of the supervisory staffs of our existing 
stores while their replacements are being advanced 
from positions of lesser rank. Our huge expansion 
program has, in effect, required us to run a large 
training school for people destined to move on to 
more responsible jobs. All of this does require 
great effort and considerable expense. 

The myriad tasks that must be pushed to com¬ 
pletion to get new stores fixtured, stocked and 
staffed for a smooth and on schedule opening are 
handled by a specially trained force of expeditors. 
These men have developed a high degree of 
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GIRL’S DEPARTMENT — Favorite fashions for 
big and little girls, for school, play and special occasions. 


proficiency on an assignment which takes very 
hard work and persistent dedication. 

The store network, old and new stores alike, 
is the “firing line” in our business. But back at 
headquarters the central staff of merchandising, 
buying, advertising and administrative personnel 
are charged with the responsibility for determining 
overall policy and providing the merchandise re¬ 
quired to enhance our competitive position. 

Our central staff of merchandisers and buyers 
presently consists of over 200 people, each one 
a well qualified and thoroughly trained authority 
in his field. The selection of merchandise by our 
buyers requires a complete and continuous comb¬ 
ing of their markets, under the guidance of the 
merchandising policies and procedures worked out 
by executive merchandising officers. 

Our traffic department continuously reviews the 
movement of merchandise from the various sup¬ 
pliers to our stores to find the most efficient and 
economical methods and procedures to pursue. 
Merchandise is frequently delivered and on display 
at a store within 24 hours from the time of pur¬ 
chase; this is particularly true in style merchandise 
where it is essential that it is brought to the atten¬ 
tion of our customers as early as possible. Customer 
response to new merchandise is recorded and furn¬ 
ished to the merchandising staff immediately to 
minimize the time required to reorder merchandise 
which is in customer demand. 


INFANT’S AND TODDLER’S DEPARTMENTS — 
Famous manufacturers’ layette and toddler fashions. 


Because it is essential to convey information 
from the stores to the central office speedily and 
effectively, we employ electronic data equipment, 
direct telephone lines, and teletype lines between 
the central office and the stores. 

Our stores are constructed and designed to 
enable the customer to shop in an atmosphere of 
comfort and convenience comparable to the finest 
stores in the country. The additional cost incurred 
in opening and operating such stores is more than 
offset by greater sales and better net results. 

Now that the Company is operating in new 
retail markets, the need to serve each community 
within the framework of its own identity stands 
out even more than in the past. Our personnel are 
alert to the differences in taste and need of the 
respective communities in which our stores operate. 
In order to meet such demands our personnel con¬ 
stantly review retailing practices in local areas 
and make such modifications in our merchandising 
policies as are necessary to satisfy particular local 
requirements. 

CREDIT SALES POTENTIAL 

Several years ago Korvette introduced credit 
facilities for the convenience of our customers. 
These plans do not require cash outlay by the 
Company. Our charge plans provide for payment 
without any fee, if paid within approximately 30 
days, and a small monthly charge if paid over a 
period of months. Sales on credit is a growing but 
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SHOE SALON INTERNATIONALE— MEN’S CLOTHING DEPARTMENT — 

Import collection of high fashion footwear. Famous make brands, in custom shop atmosphere. 


as yet small portion of our total business. We have 
found that the average transaction on credit is 
considerably higher than the average cash trans¬ 
action. Without departing from our policy of not 
tying up our capital in customer receivables, we 
are convinced that greater emphasis on credit sell¬ 
ing is a springboard available to us to generate 
higher sales per store unit. It goes without saying 
that credit selling has not and will in no way modify 
the stress on our traditional low price policy. 

INVESTMENT IN ALEXANDER’S 

We are pleased to report that, during the past 
fiscal year, steps were taken to eliminate legal 
questions involving the Company’s right to par¬ 
ticipate, indirectly through its investment in 
Alexander’s Department Stores, Inc. and its real 
estate affiliate, in retail operations at the locations 
occupied by Alexander’s in the Metropolitan New 
York and surrounding areas. In a settlement agree¬ 
ment made effective by the United States District 
Court for the Southern District of New York, 
Alexander’s action against the Company in which 
it claimed damages of $10,500,000 under the anti¬ 
trust laws was dismissed with prejudice, as was 
the Company’s action requesting financial and 
other information as to prior periods. 

In addition, the Company granted Alexander’s 
for $200,000, an option to purchase on July 26, 
1963 the Company’s 38% investment in Alexander’s 
and its real estate affiliate at a purchase price equal 


to the book cost to the Company. Alexander’s failed 
to exercise the purchase option and, accordingly, 
forfeited the $200,000 to the Company. The settle¬ 
ment obligates Alexander’s and its affiliate to 
furnish financial statements to the Company on a 
regular basis and to take necessary action under 
the Securities Act of 1933 to permit the Company 
to make public offerings of the shares it owns if, 
in the future, it desires to liquidate its investment. 

PROSPECTS 

The Korvette stores in operation today, having 
an annual sales volume at the current rate of 
$450,000,000, give us a broad base on which to build 
the Company. We have come this far in the face of 
intense competition. In the future we shall strive 
to continue to improve our position in individual 
markets by maintaining our low price policy and 
high standards of quality and service. We are con¬ 
fident that we will reach our goals and meet the 
challenging requirements of the future. 

Respectfully submitted, 

George Yelen William Willensky 

Chairman of the Board President 
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RECORD AND ALBUM CENTER — Famous for out¬ 
standing variety of classical and popular records and albums. 



AUDIO CENTER — Brand name stereo and hi-fidelity 
plus Korvette’s own XAM equipment and components. 



TELEVISION AND PHONOGRAPH DEPARTMENT — 
Demonstration models from all leading manufacturers. 


NEW YORK - NEW JERSEY 
METROPOLITAN AREA 

Fifth Avenue, N. Y. C. 

East 44th Street, N. Y. C. 
^Brooklyn, N. Y. C. 

O Bronx, N. Y. C.* 

© Staten Island, N. Y. C.* 

© Carle Place, L. I. 

© West Islip, L. I. 

© Huntington, L. I. 

El Scarsdale, N. Y. 

© Nanuet, N. Y. 

© Portchester, N. Y.* 

[0 North Brunswick, N. J. 

EE1 Watchung, N. J. 

© Paramus, N. J. 

© West Orange, N. J. 

PHILADELPHIA - NEW JERSEY 
METROPOLITAN AREA 

EH Audubon, N. J. 

© Trenton, N. J. 
m Springfield, Pa. 
m Northeast Phil. 

ETtl King of Prussia, Pa. 

© Cheltenham, Pa.* 

HARRISBURG, PENNSYLVANIA 

EH Camp Hill 

CONNECTICUT 
jjjck Hartford 
© Trumbull * 

ILLINOIS 

Suburban Chicago 

© Oaklawn 
© Elmhurst 
© Matteson 
m Morton Grove* 

MICHIGAN 
Suburban Detroit 
© Southgate 
© Roseville 
© Redford Township 

MARYLAND 
Suburban Baltimore 

© Towson 
© Glen Burnie 

DISTRICT OF COLUMBIA 
Metropolitan area 

© Bethesda, Maryland* 

© Falls Church, Virginia* 

MISSOURI 
Suburban St. Louis 

© Sunset Hills* 

© Cool Valley* 

~ Under construction 


















Korvette’s expansion links a chain of 
promotional department stores with 
the major market areas 
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E. J. KORVETTE, INC. AND SUBSIDIAI 

Julv 28, 1963 July 29,1962 

ASSETS- 


Current assets: 

Cash . 

Certificates of deposit and short term commercial paper (at cost) .. 

Inventories (at lower of cost or market). 

Due from vendors, licensed departments and others. 

Prepaid expenses . 

Total current assets. 

Investment in stock of Alexander’s Department Stores, Inc. and 
Retail Realty, Inc.—at cost (Note C). 

Fixtures, equipment and leasehold improvements—at cost (Note H) 
Less depreciation and amortization (Note B) . 


Other assets 


TOTAL 


$ 5,248,169 
8,065,098 


$ 1,439,599 


44,879,848 

28,705,371 

2,141,483 

989,552 

1,246,650 

829,156 

$61,581,248 

$31,963,678 

$ 9,834,436 

$ 9,834,436 

$24,543,386 

$14,237,059 

5,318,411 

3,780,548 

$19,224,975 

$10,456,511 

$ 283,955 

$ 191,941 

$90,924,614 

$52,446,566 
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The attached notes to financial si 



















































?IES...CONSOLIDATED BALANCE SHEET 

July 28, 1963 July 29, 1962 

-LIABILITIES- 


Current liabilities: 

Accounts payable . $21,118,660 $14,039,019 

Accrued taxes and expenses. 5,730,550 3,538,730 

Accrued employees’ retirement and profit-sharing contributions 

(Note F) . 315,448 218,826 

Federal income taxes (Note G) . 2,398,225 3,409,301 

Due to sellers of stock of Alexander’s Department Stores, Inc. and 
Retail Realty, Inc. (current portion) (NoteC(l)). 200,800 200,800 

Total current liabilities. $29,763,683 $21,406,676 

Due to sellers of stock of Alexander’s Department Stores, Inc. and 
Retail Realty, Inc. (less current portion above) (NoteC(l)). $ 1,449,288 $ 2,173,931 

Note payable (Note E) . $24,000,000 

Deferred income taxes (Note B) . $ 1,435,000 $ 650,000 


Commitments and contingent liabilities (Notes E, H and I) 


STOCKHOLDERS’ EQUITY 

(Notes B, E, J, K and L) 


Common stock—authorized 6,000,000 shares par value $1 each; issued 
4,357,800 shares, including shares held in treasury. 

Additional paid-in capital. 

Retained earnings (statement attached) . 

Total . 

Less common shares held in treasury (174,993 shares at July 28,1963 
and 177,533 shares at July 29, 1962) . 


TOTAL 


$ 4,357,800 

$ 4,357,800 

8,246,376 

8,243,503 

22,518,285 

16,472,750 

$35,122,461 

$29,074,053 

845,818 

858,094 

$34,276,643 

$28,215,959 

$90,924,614 

$52,446,566 


atements are made a part hereof. 
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E. J. Korvette, Inc. and Subsidiaries 

Consolidated Statement of Operations and Retained Earnings 



Fifty-Two Weeks Ended 

Fifty-Two Weeks Ended 


July 28,1963 

July 29, 1962 

Net sales . 

Income from licensed and leased 


$330,409,533 


$235,419,807 

departments, and other income .. 


2,520,049 


1,714,550 

Total . 


$332,929,582 


$237,134,357 

Deduct: 





Cost of sales and operating 





expenses (exclusive of items 
listed below) . 

$306,622,557 


$217,202,090 


Rent. 

Depreciation and amortization 

6,589,854 


4,020,228 


(Note B) . 

1,806,934 


1,020,781 


Maintenance and repairs. 

Taxes other than federal income 

1,178,920 


850,678 


taxes . 

Employees' retirement and profit- 

4,254,906 


2,745,951 


sharing contributions (Note F) 

315,448 


218,826 


Interest . 

595,428 

321,364,047 

221,712 

226,280,266 

Profit before federal income taxes .. 
Provision for federal income taxes 


$ 11,565,535 


$ 10,854,091 

(Note B) . 


5,520,000 


5,555,000 

NET PROFIT. 


$ 6,045,535 


$ 5,299,091* 

Retained earnings — July 30, 1962 





(Note B) . 


16,472,750 



RETAINED EARNINGS— 





JULY 28, 1963 

(TO BALANCE SHEET) . 


$ 22,518,285 




*Net profit for the fifty-two weeks ended July 29, 1962 has been increased by $70,000 representing retroactive 
adjustment for investment credit (Note B), effective January l t 1962 (authorized October 1962). 

The attached notes to financial statements are made a part hereof . 


10 



































































NOTES 

TO FINANCIAL 
STATEMENTS 

as at July 28, 

1963 


(Note A)—Principle of Consolidation: 

The consolidated financial statements include the 
accounts of E. J. Korvette, Inc. and its subsidiary 
corporations, all of which are wholly-owned, after 
elimination of intercompany investments, advances 
and transactions. 

(Note B) — Depreciation and Amortization — 
Investment Credit: 

Through August 2, 1959 the computation of depre¬ 
ciation and amortization for both financial account¬ 
ing and income tax purposes on equipment and 
improvements acquired subsequent to January 1, 
1954 was based on the accelerated methods permit¬ 
ted under the provisions of the Internal Revenue 
Code of 1954. Subsequent thereto, the computation 
of depreciation and amortization, for financial 
accounting purposes, on all equipment and improve¬ 
ments is based on the straight-line method; acceler¬ 
ated methods are used in computing the amount 
of depreciation and amortization reported on in¬ 
come tax returns. Depreciation and amortization 
reported on income tax returns exceeds the 
amounts reflected on the financial statements by 
$902,000 for the 52 weeks ended July 28, 1963 and 
$490,000 for the 52 weeks ended July 29, 1962. The 
attached statements reflect a charge to operations 
of 50% of the excess; the estimated amount of 
income taxes thus deferred is included in “deferred 
income taxes.” 


The Revenue Act of 1962 provides for the reduc¬ 
tion (investment credit) of federal income taxes 
payable based on the purchase of certain fixtures 
and equipment subsequent to January 1, 1962; the 
depreciable base is reduced, for income tax pur¬ 
poses, in the amount of the investment credit. The 
liability for federal income taxes for the 52 weeks 
ended July 28, 1963 has thus been reduced $661,000 
of which 50% has been included in net profit for 
this period. The remaining 50% of the investment 
credit is included in “deferred income taxes” and 
will be amortized over the respective lives of the 
fixtures and equipment to which attributable. For 
the 52 weeks ended July 29, 1962, the investment 
credit (authorized in October 1962) amounted to 
$140,000; net profit for this period has been in¬ 
creased by $70,000 over the amount previously 
reported. 

(Note C)— Investment in Stock of Alexander's 
Department Stores, Inc. and Retail Realty, Inc.: 

(1) In April and August 1961, the Company 
acquired approximately 43% of the then outstand¬ 
ing voting stock (approximately 38% of the then 
outstanding stock) of both Alexander's Depart¬ 
ment Stores, Inc. (Alexander's) and Retail Realty, 
Inc. (Retail), an affiliate of Alexander's which 
owns several real estate properties occupied by 
Alexander's. 

The April 1961 transaction involved the acquisi¬ 
tion, at a cost for financial accounting purposes 
of $4,596,000, of all the outstanding shares of 
Schwabro Corporation (Schwabro) which owns 
124,176 shares of the voting common stock of 
Alexander’s and 41,393 shares of the voting com¬ 
mon stock of Retail. In connection with this acqui¬ 
sition, the Company issued after giving effect to 
a 3 for 1 stock split in December 1961, 251,400 
shares of its common stock valued at $3,352,000; 
the balance of $1,244,000 was payable in install¬ 
ments. At July 28, 1963, the balance of $602,400 
was payable in three annual installments commenc¬ 
ing in April 1964. 
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In August 1961, the Company acquired an addi¬ 
tional 130,950 shares of the voting common stock 
of Alexander’s and 43,650 shares of the voting 
common stock of Retail at a total cost of $5,238,436. 
At July 28, 1963, the balance of $1,047,688 was 
payable, with interest at 4% a year, in two equal 
installments due August 1964 and August 1965. 

In each of the purchase agreements, the sellers 
made certain representations, including represen¬ 
tations as to the financial condition, results of 
operations and other aspects of the affairs of 
Alexander’s and Retail. The purchase agreements 
also include joint and several commitments by the 
sellers, or the principal sellers, to indemnify and 
hold the Company harmless from loss, damage or 
expenses aggregating more than $25,000 which the 
Company may sustain by reason of any misstate¬ 
ment of, or omission to state, a material fact by or 
on behalf of the sellers, and a provision that the 
Company may reduce the deferred installments of 
the purchase prices by the amount of any such 
loss, damage or expense. 

(2) In April 1963, Alexander’s was granted for 
$200,000, an option to purchase all of Alexander’s 
and Retail stock owned by the Company. On the 
closing date, July 26, 1963, Alexander’s failed to 
exercise this option and forfeited the $200,000 to 
the Company; the $200,000 is included in income on 
the attached consolidated statement of operations 
and retained earnings. 

In connection with this proposed purchase of 
stock by Alexander’s, both the Company and 
Alexander’s discontinued the lawsuits then in pro¬ 
cess against each other. 

(3) The Company has been furnished with un¬ 
audited operating figures of Alexander’s and Retail 
for the fiscal year (52 weeks) ended July 27, 1963; 
such figures reflect a net profit. Audited financial 
statements of Alexander’s and Retail subsequent 
to July 28, 1962 have not as yet been made avail¬ 
able to the Company. 

(Note D)— Investment in Stock of 
H. L. Klion, Inc.: 

The Company holds 66,667 shares of the common 
stock of H. L. Klion, Inc., which it received in 1960, 
as partial consideration for the right of H. L. Klion, 
Inc. to use the name Korvette in its operation and 
the right of first refusal to operate furniture de¬ 
partments which the Company does not elect to 
operate in future Korvette shopping centers in 
certain states. No value was assigned to this stock 
at the time it was received because of certain re¬ 
strictions on its transfer; such restrictions expire 
on October 17, 1963. 

(Note E) —Notes Payable to 

The Prudential Insurance Company of America: 

In July 1963 the Company sold to The Prudential 
Insurance Company of America (Prudential) a 
$24,000,000 5 3 8 % promissory note payable in an¬ 
nual installments of $1,200,000 commencing August 
15, 1966; at maturity, August 15, 1983, $3,600,000 
is due. 


The Company has also agreed to sell a $6,000,000 
5%% convertible promissory note to Prudential 
during the period September 2, 1963 through 
December 31, 1963. This note is convertible 
(through August 15, 1973) at the option of Pru¬ 
dential into 218,181 shares of common stock of 
the Company at a price of $27.50 per share; the 
conversion is subject to adjustment in certain con¬ 
tingencies. To the extent that this note is not 
converted, it is payable in ten equal annual install¬ 
ments from August 15, 1974 to August 15, 1983. 

The agreement with Prudential contains certain 
provisions involving minimum amounts of working 
capital, maximum amounts of debt and guarantees, 
and restrictions against making certain leases, 
loans and investments. The Company is restricted, 
subsequent to July 28, 1963, against paying any 
dividends or redeeming any shares of its stock if 
the total of such dividends and redemptions exceeds 
$500,000 plus 70% of consolidated net earnings (as 
defined) after July 28, 1963. 

(Note F) — Employees' Retirement 
and Profit-Sharing Plans: 

Eligible full time employees participate in non¬ 
contributory retirement income and profit-sharing 
plans. The retirement income plan provides for 
contribution by the Company at the rate of 2%% 
of the earnings of eligible employees. The profit- 
sharing plan provides for an annual contribution 
by the Company, approved by the Board of Direc¬ 
tors, not to exceed the maximum amount allowable 
by the Treasury Department; 1% of the salaries 
of eligible employees for the 52 weeks ended 
July 28, 1963 and July 29, 1962 has been accrued 
in the attached statements. 

(Note G) —Income Taxes: 

The attached financial statements are subject to 
final determination by the Internal Revenue Serv¬ 
ice of the tax liabilities for the years subsequent 
to August 2, 1959. 

(Note H)— Leases: 

The Company has executed leases for various terms 
through 1988 on premises presently occupied, in¬ 
cluding three new stores which opened in August 
and September 1963, at aggregate annual rent¬ 
als of approximately $9,700,000 (in addition to 
$1,500,000 real estate taxes). 

Additional leases have been executed for nine 
stores with aggregate annual rentals amounting 
to $4,300,000 (plus real estate taxes) for terms 
varying from 21 to 25 years; rentals commence 
at the time of occupancy. Subject to completion of 
construction, it is anticipated that these stores will 
be opened prior to July 1965. 

The rentals under several leases are subject to 
adjustment for changes in real estate taxes and to 
increases for changes in the consumer price index. 

The Company estimates that approximately 
$14,000,000 will be expended subsequent to July 
1963 to equip the new stores. 
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(Note I)— Litigation: 

The Company is defendant in lawsuits in which 
the plaintiffs are seeking to prohibit the sale of 
their products at less than fixed minimum retail 
prices. In the opinion of corporate counsel, none of 
these suits will result in awards for damages to 
the plaintiffs. 

The Company has made general denials in vari¬ 
ous other actions, aggregating $1,500,000, and in 
one action for an accounting for profits and dam¬ 
ages in an unstated amount. Dismissal of another 
action in which plaintiff seeks judgment for 
$1,000,000 has been affirmed on appeal; the time 
within which plaintiff may seek permission to take 
a further appeal has not expired. In the opinion 
of counsel, the Company will not incur any material 
obligations in connection with these actions. 

(Note J )—Stock Options: 

A stock option plan dated August 26, 1959 author¬ 
ized the granting of restricted stock options to 
employees of the Company to purchase 150,000 
shares of common stock, at a price not less than 
95% of the market price of the stock on the date 
the options are granted. Options granted expire 
five years after issue and are exercisable as to 
10% thereof one year after date of issue and an 
additional 20%, 30% and 40% thereof at the end 
of each of the following three years. The purchase 
price and number of shares covered by options are 
subject to adjustment in certain contingencies. 

Options have been granted for the purchase of 
143,645 shares exercisable from 1960 to 1967 at 
prices ranging between $4.77 and $36.94 per share. 
During the 52 weeks ended July 28, 1963, 2,540 
shares of the Company's treasury stock were issued 
upon exercise of these options. The excess ($2,873) 
of the sales price over the market value at the date 
these shares were donated to the Company was 
credited to additional paid-in capital. At July 28, 
1963, options for the purchase of 117,839 shares 
had not been exercised. 

(Note K) —Stock Purchase Plan for Employees: 

Regular full-time employees, other than officers and 
directors, who at January 2, 1962 had been em¬ 
ployed by the Company or a subsidiary for at least 
one year were eligible to participate in a Stock 
Purchase Plan for Employees (Plan) adopted in 
February 1962. 

Eligible employees had the right to elect to sub¬ 
scribe for the purchase of common stock of the 
Company in any number in excess of five shares 
but not in excess of the largest number of shares 
determined by the terms of the Plan. The plan 
provides that the purchase price of the stock will 
be deducted from the salaries or wages of the 
participating employees. Shares of stock, to the 
extent fully paid, are issuable to participating em¬ 
ployees on November 30, 1963. Participating em¬ 
ployees may at any time prior to the delivery of 


shares terminate participation in the Plan. The 
purchase price and number of shares covered by 
the Plan are subject to adjustment in certain con¬ 
tingencies. 

At July 28, 1963, employees had subscribed for 
5,739 shares of common stock at $39.06 per share. 

(Note L) — Capital Stock: 

At July 28, 1963, a total of 124,194 shares were 
reserved for issuance under the Company's stock 
option plan (Note J) and 5,739 shares were re¬ 
served under the stock purchase plan for employees 
(Note K). In addition, the Company has obligated 
itself to reserve 218,181 shares pursuant to the 
agreement with The Prudential Insurance Com¬ 
pany of America (Note E). 


ACCOUNTANTS’ 

REPORT 

To the Board of Directors 
and Shareholders 
E. J. Korvette, Inc. 

We have examined the consolidated 
balance sheet of E. J. KORVETTE, 
INC. and Subsidiaries as at July 28, 
1963 and the related consolidated state¬ 
ment of operations and retained earn¬ 
ings for the fifty-two weeks then ended. 
Our examination was made in accord¬ 
ance with generally accepted auditing 
standards and included such tests of 
the accounting records and such other 
auditing procedures as we considered 
necessary in the circumstances. 

In our opinion, the accompanying 
consolidated balance sheet and consoli¬ 
dated statement of operations and re¬ 
tained earnings, with the notes thereto, 
present fairly the consolidated financial 
position of E. J. Korvette, Inc. and 
Subsidiaries at July 28, 1963 and the 
consolidated operating results for the 
fifty-two weeks then ended, in con¬ 
formity with generally accepted ac¬ 
counting principles applied on a basis 
consistent with that of the preceding 
year. 



Certified Public Accountants 


New York, N. Y. 
October 9, 1963 
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TIRE CENTER — Continues Korvette’s self-service, 
low-price policy with top quality selection of tires. 



SUPERMARKET — Produce, dairy, imported delicacies, 
meat, groceries, frozen foods, in self-service displays. 


EARNINGS AS PERCENT OF AVERAGE EQUITY 



1958 1959^ 1960 1961™ 1962^ 1963™ 


NINE YEAR SUMMARY 



FURNITURE CENTER — Brand name, period, 
traditional, contemporary and modern home furnishings. 



Net Sales* * 2 3 ). 

Earnings before Federal Income Tax . . 
Net Earnings . 


Net Earnings Per Share (Based on 
Outstanding Shares at Year-End)* 5 ). . 
Shares Outstanding at Year-End* 5 ). 


Depreciation Charges. 

Cash Flow 

(Net Earnings Plus Depreciation) 


Retained Earnings—Cumulative* 6 ). 

Common Stock and Paid-in Capital* 6 ) . . 
Total Share Owners' Equity. 


Working Capital 
Current Ratio 
Total Assets . . 


Department Stores 
Food Supermarkets 


*U Does not include proportionate 

share of the earnings of Alexander's 
and Retail Realty . 

(2) Covers 44 weeks due to 

change in fiscal year , which through 
fiscal 1958 ended in September . 

(3) Excludes sales of 

licensed and leased departments. 


CARPET CENTER — Quality brand names 
in a wide range of textures, colors and sizes. 












































food supermarkets/department stores 


STORE UNITS 

36- 


-§ 


FOOD SUPERMARKETS 


DEPARTMENT STORES 



I II I 


1958 1959 1960 1961 1962 1963 


CASH FLOW 


$ 8 . 0 ' 

7.5- 
7.0- 

6.5- 
6 . 0 - 

5.5- 
5.0- 

4.5- 
4.0- 

3.5- 
3.0- 

2.5- 
2 . 0 - 


DEPRECIATION 


NET EARNINGS 


1.5- 

1 . 0 - 

0.5- 


I 


I 

1 I 
I I I 
I I 


EARNINGS AND CASH FLOW PER SHARE 



$ 2.00 “ 


1.60- 


1.40- 


1 . 20 - 


1 . 00 - 


DEPRECIATION 


NET EARNINGS 






.40- 


1958 1959'" 1960 1961'" 1962"' 1963"' 


.20 — 1 




1958 1959'*' 1960 1961'" 1962'" 1963'" 


July 28, 

July 29, 

July 30, 

July 31, 

August 2, 

September 28, 

September 28, September 29, 

October 1, 

1963d) 

1962UH10) 

1961(D 

1960 

1959(2) 

1958 

1957 

1956 

1955 

$330,409,533 

$235,419,807 

$180,212,726 

$157,507,445 

$114,885,670 

$105,757,123 

$71,073,688 

$54,847,140 

$36,292,393 

$11,565,535 

$10,854,091 

$8,280,173 

$5,598,573 

$3,896,871 

$1,554,748(0 

$2,447,528 

$3,138,876 

$2,354,156 

$6,045,535 

$5,299,091 

$4,030,173 

$2,738,573 

$1,911,871 

$794,748W 

$1,187,528 

$1,558,876 

$1,175,740 

$1.45 

$1.27 

$1.02 

$.74 

$.54 

$.23( 4 ) 

$.34 

$.42 

$.39 

4,182,807 

4,180,267 

3,939,021 

3,677,880 

3,572,487 

3,504,255 

3,504,255 

3,726,000 

3,000,000 

$1,806,934 

$1,020,781 

$665,600 

$573,506 

$702,660 

$797,328 

$447,708 

$246,421 

$79,271 

$7,852,469 

$6,319,872 

$4,695,773 

$3,312,079 

$2,614,531 

$1,592,076 

$1,635,236 

$1,805,297 

$1,255,011 

$22,518,285 

$16,472,750 

$11,211,449 

$9,939,096 

$7,200,523 

$5,288,652 

$4,493,904 

$3,306,376 

$1,747,500 

$11,758,358 

$11,743,2090) 

$10,618,034(8) 

$4,454,021 

$4,080,141 

$3,838,868 

$3,838,868 

$3,838,869(7) 

$1,553,000 

$34,276,643 

$28,215,959 

$21,829,483 

$14,393,117 

$11,280,664 

$9,127,520 

$8,332,772 

$7,145,245 

$3,300,500 

$31,817,565 

$10,557,002 

$11,061,182 

$9,419,432 

$7,135,166 

$4,598,262 

$4,978,738 

$4,625,718 

$2,603,651 

2.07 to 1 

1.49 to 1 

1.98 to 1 

1.88 to 1 

2.05 to 1 

1.41 to 1 

1.55 to 1 

1.67 to 1 

1.41 to 1 

$90,924,614 

$52,446,566 

$38,013,762 

$25,278,133 

$18,076,851 

$20,317,250 

$17,333,651 

$15,304,177 

$9,708,919 

24 

16 

12 

12 

9 

9 

5 

3 

1 

11 

5 

2 

2 

2 

2 

2 

2 

— 


( 4 ) Includes non-recurring earnings of $76,532, $57,A32 and 2$ respectively. 

(5) Adjusted for 3 for 1 split on December 1,1961. 

( 6 ) Retained earnings were reduced and common stock was increased 
$2,757,820 in 1961 and $37,790 in 1962 to give effect to the 3 for 1 stock 
split in 1961. Such adjustments are not shown for years prior to 1961. 

(7) Includes proceeds from sale of common stock and warrants in the 
amount of $2,285,869. 


(6) Includes credits reflecting issuance of 83,000 shares toivard 
acquisition of stock in Alexander's and Retail Realty. 

( Q ) Includes $976,397 proceeds from exercise 

of all outstanding common stock purchase warrants. 

( 10 > Adjusted to give retroactive effect 
to investment tax credit. 
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DEPARTMENT DIRECTORY 



KORVETTE FIFTH AVENUE — Elegant windows 
combine successfully with Korvette’s low-price policy. 




FUR SALON — Luxurious mink coats, stoles, 
and other fine furs at Fifth Avenue and Brooklyn. 


FASHION APPAREL 
FOR THE 
ENTIRE FAMILY 
LADIES 

Dresses 

Coats 

Suits 

Rainwear 

Sportswear 

Swimwear 

Lingerie 

Bras & Foundations 
Hosiery 
Millinery 
Handbags 

Accessories & Gloves 
Costume Jewelry 
Shoes & Slippers 
Furs 

MENS 

Suits & Outerwear 
Furnishings 
Work Clothes 
Shoes & Slippers 

GIRLS, BOYS 
AND INFANTS 

Dresses 

Outerwear 

Furnishings 

Accessories 

Shoes & Rubberwear 

Layettes 

Infants Wear 

FOR HOME 
AND RECREATION 

Linens Towels & Domestics 
Curtains & Spreads 
Fabrics & Piecegoods 
China & Cutlery 
Giftware 

Housewares & Notions 
Small Appliances 
Major Appliances 
Lamps & Lighting Fixtures 
Furniture & Bedding 
Carpets & Floor Coverings 


Storm Windows 
& Home Improvements 
Paints 
Tools 

Hardware & Auto Accessories 
Garden Tools & Supplies 
Plants & Shrubs 

Patio Furniture & Play Equipment 
Juvenile Furniture & Carriages 
Bicycles & Wheel Toys 
Toys 
Hobbies 
Pet Supplies 
Sporting Goods 
Stationery & School Supplies 
Books & Pocketbooks 
Television Department 
Radios, Record Players 
& Tape Recorders 
Audio Components 
Records, Albums & Accessories 
Photography Equipment & Supplies 
Jewelry 
Watches 
Diamonds 

Luggage & Leather Goods 
Candy 

Cigarettes & Smoke Shop 
Tires 

HEALTH 
AND SERVICES 

Drugs & Toiletries 
Cosmetics & Perfumes 
Vitamins 
Prescriptions 
Optical & Eyeglasses 
Surgical Supplies 
Watch & Jewelry Repair 
Eve Nelson Beauty Salon 

FOOD SUPERMARKETS 

Groceries 
Meats & Fowl 
Fruits & Vegetables 
Dairy Products 
Frozen Foods 
Baked Goods 

International Delicatessen 
Fish—Fresh & Smoked 
Health Aids & Housewares 


DRESS DEPARTMENT — Designer dresses, gowns, im¬ 
ported Italian knits reflect Korvette's new fashion image! 











































































